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E.O. 11652: N/A 

TAGS: ETRD, EEWT, CH, US 

SUBJECT: OVERCOMING PRC FROZEN SHRIMP REJECTION PROBLEM 
REE: (A) STATE 150964, (B) HONG KONG 107746, (C) HONG KONG 11249 

1 . SUMMARY. UNLESS WAY CAN BE EOUND TO OVERCOME SUBJECT 
PROBLEM, PRC WILL LOSE ONE OE ITS FEW GOOD EXPORT POTENTIALS 
TO THE US AND THEIR UNFAVORABLE TRADE BALANCE WITH THE US 
WILL BECOME EVEN MORE LOPSIDED. A SUGGESTED APPROACH FOR 
RECTIFYING THIS PROBLEM IS OUTLINED HEREIN. END SUMMARY. 

2. PROBLEM: BASED ON PAST FDA REJECTIONS PER REETELS, NO 

US INSURANCE COMPANIES WILL NOW ISSUE INSURANCE COVERING 

FURTHER IMPORTS OF FROZEN SHRIMP FROM THE PRC. CHINA’S 

OWN INSURANCE AGENCY WILL NOT PROVIDE INSURANCE SINCE IT 

DOES NOT HAVE ITS OWN CHECK OR OBSERVATION POTENTIAL OVER THE EDA 

INSPECTION OR REJECTION PROCESS IN THE US. EINALLY, US 

IMPORTERS WILL NOT RISK CONTRACTING FOR FURTHER EROZEN 

SHRIMP IMPORTS FROM PRC WITHOUT INSURANCE COVERAGE. 

3. SUGGESTED RESOLUTION OF PROBLEM: BOTH SIDES HAVE AN 
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INTEREST IN RESOLVING THIS PROBLEM AND IT BEHOOVES US TO 
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TAKE SOME INITIATIVES. ACCORDINGLY, WE SUGGEST THE 
FOLLOWING PROPOSITION TO BE MADE TO APPROPRIATE PRC 
OFEICIALS - PROBABLY AT THE CANTON EAIR BY BERGER ACCOMPANIED 
BY USLO OFEICER: 

(A) IE PRC WILL AGREE TO IMPROVE THEIR SELECTION 
AND FREEZING PROCESSES TO ASSURE COMPLIANCE WITH 
FDA STANDARDS, A MAJOR IMPORTER LIKE BERGER, WITH USG 
SUPPORT WILL REQUEST US INSURANCE COMPANY TO RESUME 
INSURANCE COVERAGE - AT LEAST FOR A SMALL TRIAL 
SHIPMENT - ON BASIS OF PRC OFFICIAL ASSURANCES. 

(B) JUST AS THE US SIDE UNDERTOOK IN THE TCK WHEAT 
PROBLEM, WE WOULD EXPECT THAT A PRC TESTING AGENCY - 
NOT RELATED TO THE SHRIMP SELECTION AND FREEZING 
PROCESSING ENTITIES - WOULD INDEPENDENTLY SAMPLE TEST 
THE NEW HIGHER QUALITY SHIPMENTS FOR COMPLIANCE WITH 
FDA STANDARDS. 

(C) EVEN IF A US INSURANCE COMPANY IS UNWILLING TO 
START RESUMING INSURANCE COVERAGE ON BASIS OF PRC 

ORAL ASSURANCES ALONE, WITH USG ENCOURAGEMENT, THEY SHOULD 

BE LESS RELUCTANT TO WITHHOLD INSURANCE ONCE A NEW 

TRIAL SHIPMENT PROVES ACCEPTABLE TO FDA. THUS, USG 

SHOULD ENCOURAGE IMPORTER LIKE MR. BERGER TO RISK ASMALL TRIAL 

SHIPMENT ON HIS OWN ACCOUNT WITHOUT INSURANCE JUST 

TO DEMONSTRATE TO THE INSURANCE COMPANIES THE NEW HIGHER QUALITY 

OF PRC STANDARDS. 

(D) WE TRUST THAT THE PRC WILL NOT ENCOUNTER ANY 
TECHNICAL FEASIBILITY PROBLEMS IN ACHIEVING BETTER 
QUALITY FREEZING UNDER STEP (A) AND/OR IN THE TEST 
SAMPLE PROCESS UNDER STEP (B). HOWEVER, IF SO, 

PERHAPS USG COULD BE PREPARED TO OFFER SOME TECHNICAL 
ADVICE FROM FDA OR BERGER TO OVERCOME ANY SUCH TECHNICAL 
OBSTACLES. ALSO, IF NEED BE, PERHAPS SOME FORM OF 
INCENTIVES COULD BE FOUND - POSSIBLY FROM THE PRC 

SIDE - FOR THE BUYER TO ASSUME THE FULL RISK ON THE 
INITIAL SMALL TRIAL EHIPMENT. THE ONLY 
OTHER HITCH WE CAN ANTICIPATE WOULD BE IF THE PRC CAN 
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READILY SELL ALL THEIR FROZEN SHRIMP TO JAPAN OR 
ELSEWHERE WITHOUT BOTHERING WITH HIGHER AS IMPORT 

STANDARDS. IF SO, AT LEAST OUR REMEDIAL INITIATIVES 
WILL DEMONSTRATE OUR GOOD WILL IN IMPROVING THE PRC'S 

EXPORTS AND THUS THEIR TRADE BALANCE WITH THE US. 
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4. JUST AS THE PRC HAS ACCEPTED OUR ASSURANCE OF BETTER 
SELECTION AND INSPECTION PROCESSING IN THE CASE OF THE TCK 
WHEAT PROBLEM, SO WE SHOULD BE READY TO ACT ON PRC 
ASSURANCES OF BETTER SELECTION ANDINSPECTION PROCESSES 
IN THE CASE OF FROZEN SHRIMP. THUS, THIS CALLS FOR THE 
USG PLAYING A SUPPORTING AND ENCOURAGEMENT ROLE WITH 
IMPORTERS AND INSURANCE COMPANIES AS WELL AS TAKING THE 
INITIATIVE ON THIS PROBLEM WITH THE PRC. 



5. IF DEPARTMENT AGREES, PERHAPS FOREMENTIONED PLAN 
COULD BE DISCUSSED WITH BERGER BEFORE HE DEPARTS FOR CANTON 

FAIR PER REFTEL(C). 

CROSS 
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